To understand the process described by the Kuznets curve a decomposition of the Gini Index by income sources is used that emphasizes the role of three components measuring the impact of the shares of the sources, the degree to which they are unequally distributed and their correlation with total income. The rising section of the Kuznets curve is mainly the consequence of the increasing share of wages while the declining section is related to the declining share of entrepreneurial income and the negative correlation between transfers and total income. The data sources were provided by the International Labour Office.
Introduction
More than forty years ago, in his Presidential Address to the American Economic Association, Kuznets (1955) suggested that income inequality was generally rising in the early stages of economic development. In the latter phases of the development process, inequality declines, he argued, and this hypothesis of an inverted-U relationship between inequality and development has since been known as the Kuznets Curve. There have been numerous empirical investigations testing Kuznets' conjecture and in recent years an abundant literature has appeared which tries to give theoretical foundations to Kuznets' proposition.
Kuznets' conjecture stressed the impact of migration from rural to urban areas on overall inequality and may be therefore related to the attempts that are often made to explain changes in overall inequality on the basis changes in inequality between and within population subgroups. It is however also possible to link variations in total inequality to changes that occur at the level of the various income sources, whether one refers to modifications in the shares of these sources on in the inequality of their distribution. Such an alternative approach emphasizes thus the link that exists between the functional and the personal distributions of incomes. Ricardo (1917) This study represents somehow an attempt to derive the size distribution of incomes from the functional distribution of income, assuming that the income categories provided by the data sources provide information on the functional distribution of income. The approach adopted allows us also in a certain way to check the validity of Kuznets' thesis but the originality of the present paper is essentially methodological. A decomposition technique is suggested that makes it possible to determine the exact effect of each income source on overall income inequality, in the different stages of the development process. As will later be shown, such an impact is related not only to the weight of the income source in total income but also to the degree to which it is unequally distributed as well as to the extent to which it is correlated with total income. Each of these specific effects will be identified and its magnitude during the development process estimated. An empirical illustration is then presented that is based on data recently published by the International Labour Office and giving for various countries the distribution by income classes of the different income sources.
The paper is organized as followed. We first review the literature devoted to empirical studies related to the Kuznets Curve. Then we recall how inequality, when measured by the Gini Index, may be decomposed by income source and we suggest a way to break down the difference between the income inequality observed in a given country and the average degree of inequality observed in the sample of countries into three components: the contributions of differences between the shares of the various income sources in this country and in the sample, between the extent to which the various income sources are unequally distributed in this country and in the overall sample and finally between the degree to which total income and the various income sources are correlated in this country and in the total sample of countries. Thereafter, we apply the technique summarized earlier to the ILO data which have been used, and check whether a Kuznets Curve may be derived from these data and analyze the link which exists for each income source between the three contributions derived previously and the level of per capita GDP. We are thus able to shed some new light on the link between the functional and the personal distributions of incomes as well as on the so-called Kuznets process, that is on the relationship between inequality and development.
Previous Empirical Studies of the Relationship between Inequality and Development
Although there exists a very important theoretical literature on the Kuznets curve 1 , we concentrate our attention on empirical studies of relationship between inequality and development Most of this literature has been based on cross-country estimations of the relationship between inequality and per capita national income (e.g., Adelman and Morris, 1973; Paukert, 1973; Ahluwalia , 1974 Ahluwalia , , 1976a Ahluwalia , , 1976b Ahluwalia et al, 1979; Anand and Kanbur, 1973a, 1973b; Tabatabai, 1974) . Several measures of income inequality have been used in these empirical investigations (the percentage income share of the poorest 40%, Theil's two entropy indices, the squared coefficient of variation, the Gini Index or its logit transform, the Atkinson Index or one of its decomposable transforms, the variance of the logarithm of income). The present section will mainly emphasize studies based on the Gini Index as it is the measure we have used in our investigation.
These empirical studies have also used various kinds of functional forms to test for the Kuznets hypothesis, the inequality measure being regressed on per capita income and its inverse or on per capita income and the inverse of the logarithm of income, etc. In a recent study Anand and Kanbur (1993a) have shown that each inequality index generally had a corresponding functional form of the inequality-development relationship. These functional forms were derived on the basis of the two-sectors model which originally inspired Kuznets (1955) . Anand and Kanbur (1993a) also stressed that the functional form they derived for the Gini Index was valid only in the case of non-overlapping sectoral income distributions.
In such a case they proposed regressing the Gini Index on per capita GDP and on its inverse 2 . More precisely:
where G is the Gini Index and µ the per capita GDP. It is easily observed that when there is a turning point, the per capita GDP, µ* at the turning point is such that
The empirical investigation of Anand and Kanbur (1973a) gave µ* a value of $421 (1970 US dollars) when they used a sample of 60 countries including both developing and developed counties. In 1985 this turning point would correspond to a per capita GDP of $1168, on the basis of the US consumer price index.
Tabatabai (1994) used as dependent variable the logit transform of the Gini Index and his results give, at the turning point, a per capita GDP at 1985 international prices of $1,565 when the Gini Index measures the inequality between households and of $2,422 when it measures the inequality between persons. The first case is based on 98 observations, the second on 52.
Fields and Jakubson (1994) use a combination of cross-section and panel data which includes 35 countries with one to nine observations per country. They first present a "pooled model" where all the data are treated as a single cross-section, while in a second stage they present a "fixed effects model", the idea being that different countries may lie on Kuznets curves which have the same shape but different intercepts.
They find that in the pooled model inequality rises in the early stages of economic development while the fixed effects model always shows a negative relationship between income inequality and the level of development. These results remain robust enough not to be affected by changes in the definitions of the level of development or of the recipient unit (households versus individuals), by the addition of other countries or by several modifications of the econometric specifications. Fields and Jakubson (1994) believe that their findings may be related to the fact that in Latin American countries inequality is usually high while their per capita GDP lies in the middle of the range of countries usually included in such studies. This might explain why the inverted U curve does not show up in their fixed-effects model. Bruno, Ravallion and Squire (1996) present a careful review of the empirical evidence on the link between inequality and growth. They argue that it is an error to rely on crosscountry data sets to draw conclusions concerning the existence of the Kuznets Curve. First, such data ignore country-level determinants of inequality. For example, past inequality is likely to be correlated with current inequality and this in itself is a source of biased estimates. Bias could also arise from differences in the type of data. Some studies, for example, combine income and consumption data.
However, because of consumption smoothing, income inequality is usually higher than consumption inequality. Since for Latin American countries one usually had income data while for Asian countries, in the sixties, one had consumption data, one should not be surprised to derive an inverted U-curve linking inequality and per capita income. Bruno, Ravallion and Squire (1996) indeed stress that, when using cross-section data covering the 1980s, that is, once Asian countries had, on average, a much higher per capita income, there was no more evidence of an inverted U-curve.
Concerning the evidence from time series, Bruno, Ravallion and Squire (1996) argue that no clear trend emerged from a careful analysis of Indian data which included 33 household surveys covering the period 1951 to 1991. There was, eventually, a downward trend until the mid-1960s. When running the Anand and Kanbur (1993) test equation appropriate to the Gini Index, they derived even an ordinary U-curve, although one which declines most of the time.
Finally, when combining time series and cross-section data, Bruno, Ravallion and Squire (1996) found that 92 percent of the variance in Gini indices by country and date is a consequence of cross-section variations while only 7 percent is accounted for by variation over time.
More recently Ram (1997) used data on income distribution obtained from the compilation prepared by Deininger and Squire (1996) . His database corresponds in fact to the" high quality" subset of 19 developed countries identified by Deininger and Squire and includes observations which are comparable over time and across countries. Using a fairly standard Kuznets-type quadratic, Ram handled the cross-country heterogeneity problem by estimating fixed-effects panel-data models that included country-specific dummy variables. His major conclusion is that the pattern observed in the developed world is quite similar to that noted for the U.S. Income inequality shows an uninverted U-pattern insofar as inequality declined during the 1950s and 1960s but started to increase in the 1970s.
Though limited to the US, Tribble's (1999) study covered the 1947-1990 period and concluded that the GNP-inequality relationship is better explained by a S-curve hypothesis than by Kuznets' inverted U-curve or by the U-curve proposed by others. Tribble's S-curve identifies therefore two critical turning points in the per capita GNP-inequality relationship.
Prior to the first turning point the story is that of an agriculture-to-manufacturing transition with the level of intrasectoral inequality in manufacturing exceeding that in agriculture. In addition the per capita income growth is also higher in the manufacturing sector. Once the surplus of agricultural labor is absorbed into the manufacturing sector, the first turning point is achieved with wages growing in both sectors and inequality declining. Similarly the second critical turning point is reached when the level of intrasectoral inequality in the newly emergent service sector begins to exceed the level of intrasectoral inequality in the manufacturing sector which can now be considered as the traditional sector. Beyond this second critical turning the per capita income growth in the service sector exceeds that in the manufacturing sector.
List and Gallet (1999) used a broader database, a panel dataset of 71 countries which included a mix of lower-developed and higher-developed countries, over the 1961-92 period. They found that for lower-developed to middle-developed countries, the Kuznets curve is indeed an inverted U-curve. For higher developed countries, however, the relationship between income inequality and per capita income becomes positive again, findings that confirm Tribble's (1999) results. List and Gallet (1999) suggested that this renewed positive relationship might rest on the shift away from a manufacturing base towards a service base in these countries. Since Bishop, Formby and Thistle (1991) had argued that the service sector is characterized by bimodal pay scales, a consequence of the premium placed on education, a shift towards a service base is likely to generate a greater dispersion in incomes.
Whereas all these studies looked at the link between the Gini Index of total income and per capita GDP or income, it might be worthwhile to see whether collecting information on sources of income reveals some interesting patterns. The next sections will show how such information may be used 3 .
The Decomposition of Income Inequality by Income Source in a Given Country:
The Methodology Let X ji denote the value of income i to individual j and let X .i and X j. be respectively defined as
and
where I represents the total number of income sources and n the number of individuals.
Let also S ji , S .i and S j. be defined as
where X represents the total income of the population (all sources combined). S .i represents therefore the weight of income source i in total income X while S j. denotes the share of individual j in total income. Following Silber's (1989) analysis of the decomposition of income inequality, it is possible to define the Gini Index I G of overall income inequality as:
where [ e'] is a 1 by n row vector of population shares, each equal to (1/n), [S] is the n by 1 column vector of the income shares S j. and G is a n by n square matrix whose typical
Notice that in (7) the income shares S j. are ranked by decreasing value of the total income (all sources combined) of the various individuals.
Combining (7) and (8) we then derive that
Note that in (9) the terms [ S ji ] on the R.H.S. of the G-matrix represent, in fact, column vectors whose typical element is equal to S ji . In other words, (9) may be written as
where [ S ji ] is a n by 1 column vector containing the n shares S ji of the income source i.
Let now V ji represent the share (X ji /X .i ) of individual j in income source i. Expression (10) may then be written as: using (12), we may then define the index I G of overall income inequality as:
The first term on the R.H.S. of (13) is the weighted sum of the values of the Gini index for the various income sources, the weights S .i being equal to the share of income source i in the total income in the population. The second term on the R.H.S. of (13) 
The Breakdown of the Difference in Income Inequality in a Given Country and in the Overall Sample of Countries
Using the notations of Section 4, let us call PG i and AG i the Pseudo-Gini and actual Gini Index for source i where, using (12) and (13),
respectively.
Let A and M be additional subscripts referring, respectively, to country A and to the overall sample of countries 4 , and for simplicity let S i (instead of S .i ) represent the share of income source i in total income. Using (13) we then derive (see, Flückiger and Silber, 1995) :
Combining (16) and (17) we may write 5 , after some algebraic manipulation, that
Calling, respectively ∆ i,A and
Combining (18) and (19), we conclude, after some additional algebraic manipulations, that
where
It may be observed that u, v and w in equations (21) to (23) give, respectively, the contribution to the total difference between the inequality in country A and in the overall sample, of the differences which exist between country A and the overall sample of countries in the shares of the various income sources, in the inequality within each income source and in the correlation between the Pseudo-Gini and the actual Gini Index of the various income sources.
The Contribution of Different Income Sources to Total Inequality
The sample of observations for which we had data on the various income sources included 23 countries 6 whose GDP per capita (see Table 1 )varied from $661 (Rwanda) to $12,604
(Federal Republic of Germany), the evaluation being made at 1985 international prices (see Summers and Heston, 1991) There was only one country (Rwanda) with a GDP per capita smaller than $1,000 and there were five countries (Germany, Japan, Denmark, The United Kingdom and the Netherlands) with a GDP per capita greater than $10,000. The data on income inequality and the contribution of various income sources were all collected during the period 1983-1990. Table 1 gives also the value of the overall (all income sources combined) Gini Index for the various countries. Germany (Gini = 0.128) and Denmark (Gini = 0.166) have the lowest level of income inequality while the highest levels are observed in Brazil (Gini = 0.530) and
Vanuatu (Gini = 0.564).
In Table 1 we also present the value of the Gini index for the various income sources, in the different countries. Concerning wages the index is highest in Swaziland (0.566) and It appears, therefore, that, whatever the source of income considered, the range of the Gini index is quite wide, high values being observed generally in relatively poor countries and low values in rather rich countries.
In Table 2 we give the share in total income of the different income sources for the various countries. The share of wages varies between 10 to 20% (10.5 in Rwanda and 22%
in Pakistan) and 85 to 95% (86% in South Korea and 94% in Japan) 7 . The lowest shares of entrepreneurial income are observed in Japan and Yugoslavia (1%) and the highest in Turkey (50%) and Pakistan (54%). For property income the lowest share is found in Japan Thus, on the whole, it appears that in rich countries the share of wages is high and that of entrepreneurial income low, the reverse being rather true for poor countries. For the three other sources of income the picture is not as clear. Table 3 combines the results of the two previous tables in so far as it gives the contribution of each income source to total income inequality. Recall (see section 4) that this contribution may be expressed as the weighted sum of the Pseudo-Ginis (see the values of the Pseudo-Ginis of the different income sources in the various countries in Table A -1) or as the sum of two expressions: the weighted sum of the Gini Indices of the income sources and the weighted sum of expressions which measure somehow the degree of correlation between the ranking of the countries for a given income source and their ranking for total income.
As indicated in section 4 this correlation term, for each income source, is, in fact, equal to the difference between the Pseudo-Gini and the actual Gini. The extreme values for property incomes are, respectively, 45.4% (Greece) and 0.6%
(Japan) and for other sources 19.2% (Mexico) and the Philippines and Israel (0%). For transfers the strongest contributions are observed in Germany (42.1%) with a negative sign (indicating that transfers decrease total income inequality) and Yugoslavia (51.3%) with a positive sign (indicating that there transfers increase total inequality).
On the whole, the picture is not very clear: most of the time there does not seem to be a clear link between the contribution of a given income source to total income inequality and the level of per capita GDP. One of the reasons is, clearly, the fact that, as indicated earlier, the contribution of a given source is the consequence of several factors: the impact of the share of the sources, the effect of the level of inequality in the distribution of this income source and finally the role of the correlation term defined previously.
In addition, country-specific institutional characteristics (e.g., the relative importance of wages versus entrepreneurial income in a country like Turkey) or problems of definition (the inclusion in one category of private and public transfers) may also blur the link between the contribution of an income source to total inequality and the level of per capita GDP.
The HIES Data on Income Sources and the Link Between Overall Inequality and Development
In order to be able to implement the decomposition given by (20) we ran a regression derived from the computation of the first differences corresponding to equation (1 
Expression (24) (1/µ h ). The results of the latter regression are presented in Table 5 . It appears that the value b c / of the per capita GDP at the turning point is $2,244. The asymptotic standard error of the turning point 9 was found to be equal to $770 so that a 95% confidence interval for the per capita GDP at the turning point will range between $642 to $3,845. In Figure 1 we plotted the actual and the predicted Gini indices for each county.
Finally, when the dependent variable was the logit transform of the Gini Index rather than the Gini Index itself (see Table 5 ), the turning point was found to correspond to a per capita GDP of $2,202, a result quite similar to that observed when the Gini Index is the dependent variable.
Having observed how inequality varies with the level of per capita GDP we will attempt in the next section to understand the impact of the various income sources on this relationship and, eventually, be able to shed some additional light on the process underlying the existence of the Kuznets Curve.
The Breakdown of Changes in the Gini Index and the Impact of Various Income

Sources on the Relationship between Inequality and Development
In this section we apply the methodology developed in section 5 to analyze the impact of the different income sources on the Kuznets Curve as well as the respective role played by the shares of these sources in total income, the inequality of the distribution of these income sources and, finally, the correlation residual derived earlier in section 5. The basic idea is to combine expressions (20) to (24). In (20), as was just indicated, the differences between the values taken by the Gini Index in a given country and on average is broken down in the sum of three components (impact of the shares and of the Gini Index of the sources as well as of this correlation term), each component being itself the sum of different elements corresponding to the various income sources. In (24) the difference between the Gini Index of a given country and the average value of the Gini index is regressed on the difference between the per capita GDP of the country and the average per capita GDP and on the difference between the inverse value of the per capita GDP of the country and the average of the inverse values of these per capita GDP. Using (24) we have therefore regressed each of the three components on the R.H.S. of expressions (21) to (23) on these two exogenous variables as well as regressed the constituents (corresponding to the various income sources) of each of these three components on the same two exogenous variables 10 . Table 6 summarizes the results of these different regressions by giving in each case the value of the coefficient b (of the difference between the per capita GDP of a country and the average per capita GDP) and c (of the difference between the inverse of the per capita GDP and the arithmetic mean of the inverse values of the per capita GDP), the t -values of these coefficients, and finally, the value of the per capita GDP which would correspond to a turning point, when there was such a point, and the asymptotic standard error of this turning point. Given that in the regression describing the overall Kuznets Curve, the coefficient b dominated, in so far as the greater part of the curve was downward sloping (so that the Kuznets Curve is an inverted-J rather than an inverted-U-curve), we first concentrate on the coefficients b (in Table 6 ). It appears that the inequality in the distribution of the income sources explains 45% of the coefficient b corresponding to the Kuznets curve (-1.248×10 ) whereas the relative contributions of the shares of the incomes sources and of the correlation component are respectively equal to 19% and 35%. For the coefficient c the story is relatively similar: the inequality in the distribution of the income sources explain 58% of its value while the shares of the sources and the "correlation" component contribute respectively 15% and 27% to the value of c. Note however that, although the coefficient c is significant, the contribution of the three components that have just been mentioned have a low t-value so that not too much importance should be given to the differences observed in the value taken by these proportions. Since the coefficient c is responsible for the rising section of the Kuznets Curve, we may conclude, at this stage, that, although it is clear that inequality first rises with development, the exact role played by the income shares, the degree of inequality of the various income sources and the correlation between these sources and total income cannot be specified precisely. The second phase of the Kuznets process where inequality decreases with development seems however to be easier to understand: inequality decreases mainly because of what happens to the inequality in the distribution of the various sources, though the shares and the correlation residuals play also a role.
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Let us now get some additional insights by looking into more details at the respective impact of the various income sources during each of the two phases. During the first phase (corresponding to the rising part of the Kuznets Curve), we observe in Table 6 when looking at the determinants of the coefficient c, that wages is the only income source whose effect is significant effect. This impact is essentially a consequence of what happens to the share of wages and since the coefficient of the share of wages is negative, the explanation for the rising section of the Kuznets Curve could be as follows: during this phase inequality increases because the share of wages in total income increases and that of other sources (in particular entrepreneurial income) decreases. Since the wages are more prevalent in the urban sector and since (see Table 3 ) wages are usually more unequally distributed than other income sources, we here have part of the explanation originally proposed by Kuznets: "First, all other conditions being equal, the increasing weight of urban population means an increasing share for the more unequal of the two component distributions ..." (Kuznets, 1955, p. 708) . Table 6 indicates also that the only other impact whose effect is significant and important is that of the Gini index of property income. The inequality of its distribution seems to increase during this first phase and this effect increases the overall inequality.
The declining section of the Kuznets Curve, as indicated earlier, is mainly explained by the coefficient b in expression (24) and Table 6 . Since, as mentioned previously, the negative sign of b is essentially a consequence of what happens to the Gini Index of the various income sources, Table 6 indicates that here the main role is played by property income and other sources (the coefficients of wages, entrepreneurial income and transfers are not significant). In other words, during this second phase, as per capita GDP increases, property income and other income sources become less unequally distributed. For the other two elements determining inequality one may note the important role played entrepreneurial income as far as the role of the shares of the sources is concerned and by transfers whose contribution to the Gini-correlation is essential (and significant). These findings may hence be summarized by saying that, during the second phase of the Kuznets curve story, overall inequality decreases because property income and other sources become less unequally distributed but also because the share of entrepreneurial income decreases. Finally transfers however play also a role because they are negatively correlated with total income, hence the additional negative impact on overall inequality.
The overall effect of each source of income shows up in the lower part ("Total") of Table 6 . There it is clear that transfers play the most important role as far as the declining section of the Kuznets curve is concerned (see the impact of transfers on the coefficient b).
For the rising section of the Kuznets curve, the main role is played by wages (see the impact of wages on the coefficient b) which are the principal cause for the increasing inequality in the first stages of the development process.
Concluding Comments
This paper represents an attempt to link the functional and the personal distribution of incomes in the development process and to check the validity of Kuznets' (1955) conjecture according to which income inequality first rises but then declines as the per capita GDP increases. The approach taken here was based on the decomposition of the Gini Index by income sources. More precisely a new methodology was proposed in which the difference between the Gini Indices of each country and the average value of the Gini indices was broken down into three components measuring, respectively, the impact of the shares and of the degree of inequality of the distribution of the various income sources as well as the role of the extent of the correlation between these sources and overall income. These three constituents were then regressed on the differences between the per capita GDP and the average per capita GDP as well as on the difference between the inverse of the per capita GDP and the average value of the inverse of the per capita GDP.
This approach allowed us to shed some new light on the inverted-J curve 12 linking per capita GDP and inequality, what is usually called the Kuznets Curve. The rising section of this curve was found to be mainly the consequence of the increasing share of wages (as originally argued by Kuznets), although the increasing inequality of the distribution of property income played also a role. The declining section of the Kuznets Curve observed during the second phase was the consequence of three factors: the rising inequality of property income and other sources, the decreasing share of entrepreneurial income and the important role played by transfers, an income source negatively correlated with total income. These conclusions were based on data recently collected by the International Labour Office. The sample of countries was however quite small so that it might be worthwhile in future work, as more data become available, to apply the same methodology to a time series or even to a panel of countries, in order to test the robustness of our findings. 2. Regressing the Gini index on per capita GDP and on its inverse allows us to easily determine the turning point of the Kuznets curve, when there is one. One simply has to derive the Gini index with respect to per capita GDP and find out when this derivative is equal to zero. We could have also used a quadratic specification but as mentioned previously, we adopted the functional form suggested by Anand and Kanbur (1993a) when using the Gini index.
3. Instead of using a decomposition by income source based on the Gini index, one could have used one based for example on one of the two inequality indices originally proposed by Theil (1967) . Shorrocks (1982; 1983) has indeed shown that such decompositions are simple to derive. As stressed by Lerman (1999) "an income component's influence on the overall distribution will depend not only on its own inequality, but also on its relationship with other sources of income, and on its size". We have chosen to adopt a decomposition based on the Gini index, because we believe that it stresses in a simple way the role played by the three factors mentioned bv Lerman.
3. M stands here for the mean value of the variable analyzed.
We use here the well-known identity
5. We also had data on the income sources of five additional countries: Bulgaria, Macao, Mainland China, Tanzania and the United States. However the estimations of Summers and Heston (1991) we used for the 1988 GDP per capita did not give any information on Bulgaria and Macao. We also decided to exclude Tanzania because the data on income inequality referred to 1976, China because the data did not refer to the whole country and the United States because it was an outlier (its per capita GDP was 50% higher than that of the second richest country).
6. Such a big difference between the share of wages in Rwanda (10.5%) and in Japan (94%) may be the consequence of the presence of a "huge" informal sector in a country like Rwanda. Naturally strong institutional dissimilarities and differences in the historical experience between the various countries are also likely to explain the presence of unusually high or low factor shares.
7. The fact that wages contribute to more than 100% to overall inequality is due to the fact that in Denmark transfers have an important negative contribution (-39.4%, see table 4) on overall inequality. This negative contribution is evidently related to the fact that in this country transfers are strongly negatively correlated with total income. Table 6 for more details on the computation of the asymptotic standard error of the turning point.
See the note in
9. This is really the original methodological contribution of this paper. Whereas Silber (1989) introduced the use of the G-matrix in the definition of the Gini index while Silber (1993) extended this use to the case where the population weights vary with the income source, Flückiger and Silber (1993) derived the decomposition of the difference in income inequality between two countries, as it is appears in section 5. The novelty of the present paper is that it shows how such a breakdown allows one to estimate the precise impact on the link between inequality and development not only of each income source but also of each of the three components distinguished: the share of each income source, the degree to which it is unequally distributed and the "correlation" between this source and overall income.
10. Given that the Kuznets curve is a reduced-form empirical model, one should really refrain from making causality conjectures. We thank an anonymous referee for stressing this. Our approach is however more complex. As indicated earlier, we derive the size distribution of income from the functional distribution of income. Moreover we decompose the change in each income source into the sum of three elements measuring respectively the variations in the share of the source, in the inequality of its distribution and in the correlation between the source and total income. We then analyze the impact of economic development, measured by the per capita G.D.P., for each source, on each of these three elements.
Although this impact of the per capita G.D.P. should not be given an interpretation in terms of causality, our story is rich enough to allow us to draw some inferences on the impact of development on inequality.
11. The fact that we find an inverted-J curve does not imply that we reject the kind of Scurve stressed by Tribble (1999) and List and Gallet (1999) . One should remember that most of the countries in our sample had not very high per capita GDP. Moreover we worked with a cross-section and not with a time series covering a long period, like Tribble, or panel data allowing to take into account fixed effects, like List and Gallet. Our data simply did not include the type of observations that would have allowed us to detect the second critical turning point stressed by Tribble, where manufacturing is considered as the traditional sector and services the emerging sector. Notes : The per capita GDP at which a turning point is observed is b c / = µ ,which is a function of the regression coefficients. Let f(b ( 
